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SUBJECT: CONTINUE EC DISCUSSION ON ZENITH CASE AND STEEL 

REES: (A) EC BRUSSELS 4626; (B) GENEVA 3734; 

(C) EC BRUSSELS 4709 

1. ARTICLE 113 COMMITTEE SESSION ON MAY 12-13 CONTINUED DISCUSSION 
OF SEVERAL BILATERAL ISSUES, NOTABLY RHODESIAN CHROME, U.S. 
SPECIALTY STEEL QUOTAS AND THE ZENITH CASE AND ITS IMPLICATIONS 
(SEE REFTELS FOR PREVIOUS). DETAILS FOLLOW: 

(A) RHODESIAN CHROME. SUBJECT WAS DISCUSSED IN EXPORTS GROUP 
ON MAY 1 1 AND AT SOME LENGTH IN 1 13 COMMITTEE MEETING THE 
FOLLOWING DAY. COMMISSION SOURCE INDICATES THAT EC EXPECTS TO 
BE READY WITH A COUNTER PROPOSAL TO INITIAL US DRAFT REGULATIONS 
BY END OE MAY. DISCUSSION REPORTEDLY WAS GROUNDED IN ACCEPTANCE 
OF FACT THAT US AND EC SHARE A COMMUNITY OE PURPOSE IN 
IMPLEMENTING THE EMBARGO EEFECTIVELY BUT THAT A WAY NEEDS TO 
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BE FOUND TO DEVELOP PRACTICAL REGULATIONS SO THAT 
LEGITIMATE TRADE IN SPECIALTY STEEL CAN CONTINUE. 

(B) SPECIALTY STEEL RESTRICTIONS. COMMISSION AND 
MEMBER STATE SOURCES REPORT THAT TRENCH BID FOR A 
REQUEST FOR ARTICLE XIX CONSULTATIONS, TO BE MADE AT 
NEXT GATT COUNCIL, WAS CONTAINED DURING 1 13 DISCUSSION. 
COMMISSION IS CONCERNED THAT TRANCE, OR OTHER MEMBER 
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STATES, WILL REOPEN QUESTION IF EAVORABLE US DECISION 
ON ITC REVIEW IS NOT MADE SHORTLY. MEMBER STATES WILL 
CAUCUS IN GENEVA ON MAY 20 AT WHICH POINT FURTHER 
PUSH FOR STATEMENT AT GATT COUNCIL CANNOT BE EXCLUDED. 
(C) THE ZENITH CASE. MEMBER STATES EXPRESSED RISING 
CONCERN OVER IMPLICATION OF ZENITH CASE FOR EC EXPORTERS 
AND OVER INCREASINGLY PESSIMISTIC OUTLOOK FOR APPEAL 
OF DECISION IN HIGHER COURTS. QUESTION WILL NOW BE PUT 
ON THE AGENDA FOR THE JUNE 7 MEETING OF THE EC FOREIGN 
MINISTERS. PRIMARY CONCERN OF EC AT THIS POINT IS THAT 
US STEEL CASE ON VAT REBATES BE POSTPONED AS LONG AS 
POSSIBLE. IN THIS REGARD, COMMISSION OFFICIAL (LOERKE 
OF DG-I) ASKED THAT USG CONSIDER ADVISABILITY OF RE- 
OPENING ORIGINAL COUNTERVAILING DUTY CASE AS WAY TO 
POSTPONE COURT CONISDERATION. 

2. COMMENT: WHILE WE CAN UNDERSTAND COMMISSION'S 
CONCERN AND DESIRE TO DELAY A DECISION AS LONG AS 
POSSIBLE, WE ARE NOT CONVINCED THAT REOPENING THE 
ORIGINAL U.S. STEEL CASE WOULD BE VERY HELPFUL OR EVEN 
FEASIBLE. FIRST PROBLEM WE SEE WOULD BE THE GROUNDS 
ON WHICH CASE REOPENED I.E., A JUDGMENT BY TREASURY 
THAT AS RESULT OF ZENITH DECISION A SUBSIDY MIGHT BE 
PRESUMED TO EXIST. MOREOVER, SHOULD WASHINGTON AGENCIES 
DECIDE TO PUSH FOR IMMEDIATE LEGISLATION TO CLEAR UP 
PROBLEM, WOULD SIX MONTHS MORE OF COUNTERVAILING DUTY 
INVESTIGATION NOT JUSTIFY DELAY ON THE HILL? MISSION 
WOULD APPRECIATE WASHINGTON THINKING ON THIS QUESTION; 

IS IT POSSIBLE TO REOPEN US STEEL CASE AND IF SO, WHAT 
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ARE PROS AND CONS OF DOING SO? 

HINTON 
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